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,QWURGXFWLRQ
%DVWLDQVWDWHVWKDWWKHFKDUDFWHULVWLFVRISXEOLFVHFWRURUJDQL]DWLRQVZKLFKKDYHSXEOLFZHOIDUHREMHFWLYHV
JUDGXDOO\ERWK LQEDVLFQHHGVDQGRWKHUQHHGV WKURXJKSXEOLF VHUYLFHDFWLYLWLHV LQ WKH ILHOGVRI HGXFDWLRQKHDOWK
VHFXULW\ ODZ HQIRUFHPHQW DQG SURYLVLRQ RI IRRG 0DKPXGL  VD\V WKDW SXEOLF VHFWRU RUJDQL]DWLRQV DUH
RUJDQL]DWLRQVWKDWDUHHQJDJHGLQSXEOLFVHUYLFHDQGDGPLQLVWUDWLRQRIWKHVWDWHLQWKHIUDPHZRUNRIWKHLPSOHPHQWDWLRQ
RIWKHFRQVWLWXWLRQ7KH,QWHUQDWLRQDO7UDQVSDUHQF\VWDWHVWKDWWKH&RUUXSWLRQ3HUFHSWLRQV,QGH[UHIOHFWV
SRRUEXUHDXFUDF\KLJKOHYHOVRIFRUUXSWLRQDVDIRUPRILPSOHPHQWDWLRQRIJRYHUQDQFHDUHIDUIURPH[SHFWDWLRQV7KH
UHVXOWVRI%3.5,RQ/.3'VKRZWKHTXDOLW\WKDWKDVQRWIXOO\PHHWWKHFKDUDFWHULVWLFVRIJRYHUQDQFHLQDFFRUGDQFH
ZLWKWKHH[SHFWDWLRQVUHIOHFWHGLQWKHSHUFHQWDJHRI4XDOLILHGDQG'LVFODLPHUDUHVWLOODORW%3.5,,+36VHFRQGKDOI
RI/HLQLFNH H[SODLQV WKHGHFOLQH LQ WKHTXDOLW\RI ILQDQFLDO UHSRUWLQJFDXVHGE\ WKH LQWHUQDO FRQWURO
HQYLURQPHQWWKDWLVOHVVFRQGXFLYH&XUWLV0DU\%DQG:X)UHGHULFN+VWDWHVWKDWLQWHUQDOFRQWUROFDQEHD
XVHIXOWRROIRUDFKLHYLQJDFFXUDWHILQDQFLDOUHSRUWLQJ$QZDU1DVXWLRQ&KDLUPDQRIWKH&3&DQG0DUGLDVPR
&KDLUPDQRIWKH%3.3FRQFOXGHVWKDWWKHILQDQFLDOFRQGLWLRQRIWKHILQDQFLDOVWDWHPHQWVDWWKH&HQWUDODQG
5HJLRQDOGHWHULRUDWHGRYHUWKH\HDUVDQGKDYHQRWREWDLQHG:73RSLQLRQUHODWHGWRWKHZHDNQHVVRIWKHLQWHUQDOFRQWURO
V\VWHP7KLVVWXG\DLPHGWRWHVWKRZPXFKLQIOXHQFHWKHDSSOLFDWLRQRIWKHV\VWHPRILQWHUQDOFRQWURORIILQDQFLDO
UHSRUWLQJTXDOLW\DQGLWVLPSDFWRQWKHSULQFLSOHVRIJRRGJRYHUQDQFHHPSLULFDOO\LQ6RXWK6XPDWUD
/LWHUDWXUHUHYLHZDQGK\SRWKHVLVGHYHORSPHQW
2.1 Internal control, financial reporting, and good government 
$]KDU6XVDQWRGHILQHVLQWHUQDOFRQWUROLQFOXGHVPHWKRGVSURFHVVHVDQGSROLFLHV/RXZHQVHWDOO
&262DQGSURFHGXUHV$UHQVHWDODUHDIIHFWHGE\DQHQWLW\
VERDUGRIGLUHFWRUVPDQDJHPHQWDQGRWKHU
SHUVRQQHOGHVLJQHGWRSURYLGHDSSURSULDWHDVVXUDQFHUHJDUGLQJWKHDFKLHYHPHQWRIRUJDQL]DWLRQDOJRDOV:H\JDQHW
DO  FRQFOXGHG WKDW WKH LQWHUQDO FRQWUROV IRFXV RQ WKH SURWHFWLRQ RI DVVHWV DQG FRPSOLDQFH ZLWK ODZV DQG
UHJXODWLRQVLQWKHILHOGRIJRYHUQPHQW33RIHVWDEOLVKLQJWKHH[LVWHQFHRIWKHLQWHUQDOFRQWUROV\VWHPWKDW
VKRXOGEHLPSOHPHQWHGDWWKHOHYHORIFHQWUDODQGORFDOJRYHUQPHQW&262$UHQVHWDOO$]KDU
6XVDQWR PHQWLRQHGFRPSRQHQWVRI LQWHUQDOFRQWUROFRQVLVWVRI ILYHFRPSRQHQWVQDPHO\(QYLURQPHQWDO
&RQWURO5LVN$VVHVVPHQW$FWLYLW\&RQWURO,QIRUPDWLRQDQG&RPPXQLFDWLRQ6XSHUYLVLRQ7KLVRSLQLRQ
LVDOVRVXSSRUWHGE\*RYHUQPHQW5HJXODWLRQ1RRI'LQDSROL+DUULVRQ,$,
VWDWHGWKDWWKHILQDQFLDOVWDWHPHQWVDUHDVWUXFWXUHGUHSUHVHQWDWLRQRIWKHILQDQFLDOSRVLWLRQRIDQHQWLW\%D]OH\-KRQ'
HWDOGHILQHVILQDQFLDOUHSRUWLQJLVDSURFHVVRIFRPPXQLFDWLQJDFRPSDQ\
VILQDQFLDODFFRXQWLQJLQIRUPDWLRQ
WR H[WHUQDO SDUWLHV :LQZLQ <DGLDWL   GHILQHV ILQDQFLDO UHSRUWLQJ DV ILQDQFLDO VWDWHPHQWV SOXV RWKHU
LQIRUPDWLRQUHODWHGZKHWKHUGLUHFWO\RULQGLUHFWO\ZLWKWKHLQIRUPDWLRQSURYLGHGE\WKHDFFRXQWLQJV\VWHPVXFKDV
LQIRUPDWLRQDERXWWKHFRPSDQ\
VUHVRXUFHVHDUQLQJVFXUUHQWFRVWLQIRUPDWLRQDERXWSURVSHFWVRIWKHFRPSDQ\ZKLFK
LVLQWHJUDOZLWKWKHDLPWRPHHWWKHOHYHORIGLVFORVXUHWKDWLVVXIILFLHQW%LGGOHHWDOPHQWLRQVWKHTXDOLW\RI
ILQDQFLDOUHSRUWLQJLVGHILQHGDV WKHDFFXUDF\RIILQDQFLDOVWDWHPHQWVSURYLGHLQIRUPDWLRQUHJDUGLQJWKHFRPSDQ\
V
RSHUDWLRQVLQSDUWLFXODUWKHH[SHFWHGFDVKIORZVWRLQYHVWRUVRIFDSLWDO7DQJHWDOVWDWHVWKHH[WHQWWRZKLFKWKH
WUDQVODWLRQ RI WKH ILQDQFLDO VWDWHPHQWV JLYH D WUXH DQG IDLU LQIRUPDWLRQ DERXW WKH XQGHUO\LQJ SHUIRUPDQFH DQG LWV
ILQDQFLDOSRVLWLRQ-RQDVHWDOPHQWLRQVWKDWWKHFKDUDFWHULVWLFVRITXDOLWDWLYHILQDQFLDOUHSRUWLQJIUDPHZRUN
FRQVLVW RI UHOHYDQFH UHOLDELOLW\ FRPSDUDELOLW\ DQG FODULW\ )HUG\ HW DO  DQG+DUULVRQ  GHVFULEHV WZR
TXDOLWDWLYH FKDUDFWHULVWLFV RI ILQDQFLDO UHSRUWLQJ DUH IXQGDPHQWDO FKDUDFWHULVWLFV FRPSULVLQJ UHOHYDQW DQG KRQHVW
SUHVHQWDWLRQ DQG VXSSRUWLQJ FKDUDFWHULVWLFV WKDW FDQ EH XQGHUVWRRG LW FDQ EH FRPSDUHG YHULILDEOH DQG WLPHO\
)XUWKHUPRUH $]KDU 6XVDQWR   GHVFULEHV IRXU GLPHQVLRQV RI TXDOLW\ LQIRUPDWLRQ LQ WKH DFFRXQWLQJ
LQIRUPDWLRQQDPHO\$FFXUDWH5HOHYDQW7LPHO\DQG&RPSOHWH,QWHUPVRIUHJXODWLRQ,36$6DQG33
DQGXSGDWHGE\5HJXODWLRQVWDWHVLVUHOHYDQWUHOLDEOHFRPSDUDEOHDQGXQGHUVWDQGDEOH.RRLPDQ
 VWDWHV WKDW JRYHUQDQFH LV D SURFHVV RI VRFLDO DQG SROLWLFDO LQWHUDFWLRQ EHWZHHQ DGPLQLVWUDWLRQ ZLWK WKH
FRPPXQLW\LQYDULRXVILHOGVUHODWHGWRSXEOLFLQWHUHVWVDQGJRYHUQPHQWLQWHUYHQWLRQRQWKHVHLQWHUHVWV)XUWKHUPRUH
,QVWLWXWHRI3XEOLF$GPLQLVWUDWLRQPHQWLRQVDVDVROLGVWDWHJRYHUQDQFHDQGUHVSRQVLELOLW\DVZHOODVHIILFLHQW
DQGHIIHFWLYHZLWKNHHSLQJNHVLQHUJLDQFRQVWUXFWLYHLQWHUDFWLRQEHWZHHQWKHGRPDLQVRIJRYHUQPHQWSULYDWHVHFWRU
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DQG VRFLHW\ DUH LQWHUFRQQHFWHG DQG FDUU\ RXW WKHLU UHVSHFWLYH IXQFWLRQV +LWW HW DO  VWDWHV WKDW FRUSRUDWH
*RYHUQDQFHLVWKHVHWRIPHFKDQLVPVXVHGWRPDQDJHWKHUHODWLRQVKLSDPRQJWKHVWDNHKROGHUVDQGWRGHWHUPLQHDQG
FRQWUROWKHVWUDWHJLFGLUHFWLRQDQGSHUIRUPDQFHRIRUJDQL]DWLRQ
2.2 Internal control and financial reporting 
+LUR7XJLPDQVWDWHVWKDWWKHLQWHUQDOFRQWUROZLWKLQWKHRUJDQL]DWLRQLVYHU\VLJQLILFDQWLQIOXHQFH
LQWKHDFKLHYHPHQWRIREMHFWLYHVDQGRUJDQL]DWLRQDOSHUIRUPDQFH+HYHVLFRQFOXGHGWKHFDXVHXQUHOLDELOLW\RI
WKHILQDQFLDOVWDWHPHQWVLVDSUREOHPDVVRFLDWHGZLWKDFFRXQWLQJLQWHUQDOFRQWURO'HYHORSPHQWDQGPDLQWHQDQFHRI
WKH RUJDQL]DWLRQ
V LQWHUQDO FRQWUROV ZLOO KHOS HQVXUH DFFRXQWDELOLW\ 6SLW]HU  $FFXUDWH UHFRUGV DUH YHU\
LPSRUWDQW:LWKRXWSURSHUFRQWURO WKHUHFRUGPD\QRWEHUHOLDEOHPDNLQJ LW LPSRVVLEOH WR WHOOZKLFKSDUWVRI WKH
EXVLQHVVDUHSURILWDEOHDQGZKLFKQHHGLPSURYHPHQW$EXVLQHVVFRXOGORVHPRQH\RQHYHU\SURGXFWVHUYLFHLWVHOOV
H[FHSWNHHSDFFXUDWHUHFRUGVIRUWKHFRVWRIWKHLUSURGXFWVVHUYLFHV+DUULVRQHWDO5HVHDUFKFRQGXFWHGE\
/DIRQGDQG<RXLQWHUQDOFRQWUROGHWHUPLQHVWKHTXDOLW\RIFRUSRUDWHILQDQFLDOUHSRUWLQJ3UHPXURVR
ILQGVWKDWWKHLPSDFWRQWKHUHOLDELOLW\RILQWHUQDOFRQWURORIILQDQFLDOVWDWHPHQWVVLJQLILFDQWO\:LWWD\DSRRP
VWDWHVSRVLWLYHO\HIIHFWLYHQHVVVLJQLILFDQWO\DIIHFWVUHOLDELOLW\RIILQDQFLDOUHSRUWLQJ(OEDQQDQWKHRUL]HVWKDWWKH
HIIHFWLYHLPSOHPHQWDWLRQRILQWHUQDOFRQWUROFDQLQFUHDVHLWVFDSDFLW\WRPHHWWKHILQDQFLDOVWDWHPHQWVDQGWKHUROHRI
LQIRUPDWLRQTXDOLW\DVVHVVPHQW$OWDPXURDQG%HDWW\VWDWHVWKDWWKHLQFUHDVHLQWKHPRQLWRULQJDQGUHSRUWLQJ
RILQWHUQDOFRQWUROWRLPSURYHWKHTXDOLW\RIILQDQFLDOUHSRUWLQJLQWKHEDQNLQJLQGXVWU\0DKPXGLDOVRVWDWHV
WKDWLQRUGHUWRSURGXFHWKHILQDQFLDOUHSRUWVUHTXLUHGRIORFDOJRYHUQPHQWSURFHVVHVDQGVWDJHVWKDWPXVWEHSDVVHGLV
DUUDQJHGLQWKHDUHDRIJRYHUQPHQWDFFRXQWLQJV\VWHP7KHDFFRXQWLQJV\VWHPLQZKLFKUHJXODWHVWKHLQWHUQDOFRQWURO
V\VWHP63,WKHTXDOLW\RIILQDQFLDOUHSRUWLQJLVLQIOXHQFHGE\ZKHWKHURUQRWWKHLQWHUQDOFRQWUROV\VWHPRZQHGE\
WKHORFDOJRYHUQPHQW
2.3 Internal control and good governance 
3HWURYLWV6KDNHVSHDUHDQG6KLKFRQFOXGHVWKDWZHDNLQWHUQDOFRQWUROVRYHUILQDQFLDOUHSRUWLQJDQGVLQLILNDQ
QHJDWLYHHIIHFWRQSXEOLFVXSSRUW'XPLWUDVFX0HKDHODDQG6DYXOHVFX/XOLDQVD\VFRUSRUDWHJRYHUQDQFHDQG
LQWHUQDOFRQWUROVKRXOGQRWEHFRQVLGHUHGDQGVXVWDLQHGLQGHSHQGHQWO\$QRUJDQL]DWLRQZLWKRXWDQHIILFLHQWORQJWHUP
YLHZRI OHDGHUVKLS HIIHFWLYH LQWHUQDO FRQWUROPHFKDQLVPV FDQQRW EH VXVWDLQDEOH 6R FRUSRUDWH JRYHUQDQFH LV QRW
HQWLUHO\HIIHFWLYHZLWKRXWDJRRGLQWHUQDOFRQWURO
2.4 Internal control, financial reporting and good governance 
*HHDQG<XDQLQKLVUHVHDUFKILQGVWKDW6LJQLILFDQWO\FKLQHVHFRPSDQLHVWRRNORQJHUWRUHSRUWILQDQFLDO
UHVXOWV WKDQHLWKHU WKH(8RU86FRPSDQLHV&KLQHVHFRPSDQLHVDUHDOVRDZDUHRIFRUSRUDWHJRYHUQDQFHSULQFLSOHV
DOWKRXJKWKH\DUHQRWDOZD\VHDV\WRDGRSWDQGLPSOHPHQW7DVLRXVDQG%HNLDULVH[SODLQVWKDWRQHRIWKH
PDLQIDFWRUVWKHWUXVWDXGLWRUVWRWKHORZTXDOLW\RIILQDQFLDOUHSRUWLQJLVSRRUJRYHUQDQFH5REHUW%XVKPDQ
VWDWHV WKDW WKH OLPLWHG WUDQVSDUHQF\RI WKHFRPSDQ\ IRU LQYHVWRUV WR LQFUHDVH WKH LQFLGHQFHRIPRUDOKD]DUG LQ WKH
V\VWHP RI JRYHUQPHQW:KLOH5HFN -/ PHQWLRQV WKDW ILQDQFLDO DQG QRQILQDQFLDO LQIRUPDWLRQ DIIHFWV WKH
SHUIRUPDQFHHYDOXDWLRQFRPSOLDQFHDQGILQDQFLDODFFRXQWDELOLW\DQGQRQILQDQFLDOSHUIRUPDQFHDFFRXQWDELOLW\RI
HIILFLHQF\ DQG HIIHFWLYHQHVV /DZ 1R  RI  RQ 6WDWH 7UHDVXU\ GHFODUHG QHFHVVDU\ WR WKH PDQDJHPHQW RI
JRYHUQPHQW ILQDQFHV E\ DSSO\LQJ WKH SULQFLSOHV RI ILQDQFLDO PDQDJHPHQW JRYHUQDQFH *RRG *RYHUQPHQW
*RYHUQDQFH
+\SRWKHVLV,PSOHPHQWDWLRQRIWKHLQWHUQDOFRQWUROV\VWHPRIJRYHUQPHQWDSRVLWLYHHIIHFWRQWKHTXDOLW\RIILQDQFLDO
UHSRUWLQJRIORFDOJRYHUQPHQW
+\SRWKHVLV7KHTXDOLW\RIORFDOJRYHUQPHQWILQDQFLDOUHSRUWLQJSRVLWLYHHIIHFWRQJRRGJRYHUQDQFH
+\SRWKHVLV  7KH LPSOHPHQWDWLRQ RI WKH LQWHUQDO FRQWURO V\VWHP DQG WKH TXDOLW\ RI ORFDO JRYHUQPHQW ILQDQFLDO
UHSRUWLQJSRVLWLYHHIIHFWRQJRYHUQDQFHHLWKHUGLUHFWO\RULQGLUHFWO\
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 5HVHDUFKPHWKRGV
3.1 Population and sample 
3RSXODWLRQRIWKLVUHVHDUFKDUHSURYLQFHGLVWULFWVDQGFLWLHVQXPEHUHG%HFDXVHDOOSRSXODWLRQVVDPSOHGWKLV
VWXG\ XVHG D VDPSOH RI VDWXUDWHG  FHQVXV 7KH REVHUYDWLRQ XQLW FRQVLVWV RI 'HSDUWPHQW )LQDQFLDO DQG $VVHW
0DQDJHPHQW 33.$'  %3.$' DQG ,QVSHFWRUDWH LQ WKH 'LVWULFW &LW\ DQG 3URYLQFLDO LQ 6RXWK 6XPDWUD ZLWK
UHVSRQGHQWVXQLWFRQVLVWLQJRIWKHHQWLUHOHDGHUVKLSLQHDFK6.3'33.$'%3.$'DQG,QVSHFWRUDWH
3.2 Research data 
7KH GDWD RI WKLV UHVHDUFK ZDV FDWHJRUL]HG SULPDU\ GDWD 7KH UHVHDUFK PHWKRG XVHG GHVFULSWLYH ([SODQDWRU\
9HULILFDWLYH7KHUHVHDUFKLQVWUXPHQWFRQVLVWHGRIDTXHVWLRQQDLUH7KHPHDVXUHPHQWWHFKQLTXHXVHG6XPPDWHG5DWLQJ
0HWKRG/LNHUW6FDOH0HWKRGVRIDQDO\VLVXVHSDWKDQDO\VLV7KHGDWDZHUHDQDO\VHGLQSDWKDQDO\VLV
3.3 Variables 
'HSHQGHQW YDULDEOHV RI WKLV UHVHDUFK DUH WKH TXDOLW\ RI ILQDQFLDO UHSRUWLQJ DQG WKH LPSOHPHQWDWLRQ RI JRRG
JRYHUQDQFH7KHYDULDEOHRITXDOLW\RIILQDQFLDO UHSRUWLQJFRQVLVWVRI IRXUGLPHQVLRQVDQG LQPRUHGHWDLO WKH\DUH
UHOHYDQWLWHPVUHOLDEOHLWHPVFRPSDUDELOLW\LWHPVDQGYHULILDEOHLWHPVWRWDOO\WZHOYHLWHPV7KHYDULDEOH
RIJRRGJRYHUQDQFHLPSOHPHQWDWLRQFRQVLVWVRIWKUHHGLPHQVLRQVDQGLQPRUHGHWDLOWKH\DUHSDUWLFLSDWLRQLWHPV
DFFRXQWDELOLW\LWHPVDQGLQWHJULW\LWHPVWRWDOO\LWHPV7KHLQGHSHQGHQWYDULDEOHDUHWKHLPSOHPHQWDWLRQRI
JRYHUQPHQWLQWHUQDOFRQWUROV\VWHPFRQVLVWVRIILYHGLPHQVLRQVDQGLQPRUHGHWDLOWKH\DUHHQYLURQPHQWFRQWURO
LWHPVULVNDVVHVVPHQWLWHPVFRQWURODFWLYLW\LWHPVLQIRUPDWLRQDQGFRPPXQLFDWLRQLWHPVDQGPRQLWRULQJ
LWHPVWRWDOO\LWHPV
5HVXOWVDQG'LVFXVVLRQ
9DOLGLW\WHVWUHVXOWVFRUUHODWLRQYDOXHVUYDULDEOHCDERYHVRWKDWLWFDQEHFRQFOXGHGWKDWDOOLWHPVDUHYDOLGVR
WKDWXVHGDVUHVHDUFKGDWD5HOLDELOLW\WHVWLQJXVHV&URQEDFK$OSKDIRUPXOD7KHWHVWUHVXOWVDUHUHOLDEOHPHDVXULQJ
LQVWUXPHQWZLWK DPLQLPXP OLPLW RI DFFHSWDEOH UHOLDELOLW\ FRHIILFLHQW LV SRVLWLYH DQG DERYH  )XUWKHUPRUH WKH
FDOFXODWLRQUHTXLUHVWKHDQDO\VLVRIWKHGDWDSDWKKDVDGLVWULEXWLRQQRUPDOGLVWULEXWLRQ
4.1  Results of normality  
7RGHWHUPLQHWKHGLVWULEXWLRQRIWKHGDWDXVHGWREHFKHFNHGSULRUDVVXPSWLRQVRIQRUPDOLW\RIWKHGDWDGLVWULEXWLRQ
,XVH VWDWLVWLFDO VRIWZDUH$PRVSHUIRUPHGE\XVLQJ WKH UDWLRRI VNHZQHVV'DWDFDQEHFRQFOXGHG WRKDYHQRUPDO
GLVWULEXWLRQLIWKHVNHZQHVVFULWLFDOUDWLRYDOXHEHORZWKHDEVROXWHSULFHRI1RUPDOLW\WHVWUHVXOWVVKRZDOOWKH
YDULDEOHV QRUPDO GLVWULEXWLRQ 7KH UHVXOWV RI QRUPDOLW\ WHVW XVLQJ VNHZQHVV UDWLR E\$PRV VRIWZDUHZLWK QRUPDO
VNHZQHVVYDOXHUDWLRZHUHH[KLELWHGLQ7DEOH

7DEOH1RUPDOLW\WHVW
9DULDEOHV 0LQ 0DN 6NHZ FU FXUWRVLV FU
;      
<      
=      
0XOWLYDULDWH     

%DVHGRQWKHWHVWUHVXOWVLWZDVFOHDUO\VHHQWKDWDOOUHVHDUFKYDULDEOHVKDGQRUPDOZLWKEHORZ)XUWKHUPRUH
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WKHFDOFXODWLRQUHTXLUHGWKHDQDO\VLVRIWKHGDWDSDWKKDGDGLVWULEXWLRQQRUPDOGLVWULEXWLRQ7KH(YDOXDWLRQRIGDWD
QRUPDOLW\FDOFXODWHGXVHGVWDWLVWLFDOVRIWZDUH$PRVSHUIRUPHGE\XVLQJWKHUDWLRRIVNHZQHVV&ULWHULDFULWLFDOUDWLR
ZDVWKHUDWLRRIVNHZQHVVYDOXHVNHZQHVV'DWDFRXOGEHFRQFOXGHGWRKDYHQRUPDOGLVWULEXWLRQLIWKHVNHZQHVV
FULWLFDOUDWLRYDOXHEHORZWKHDEVROXWHSULFHRI1RUPDOLW\WHVWUHVXOWVVKRZHGDOOWKHYDULDEOHVQRUPDOGLVWULEXWLRQ
4.2. Descriptive analysis 
%DVHGRQWDEOHYDULDEOHRIJRYHUQPHQWLQWHUQDOFRQWUROV\VWHPJLYHVWKHORZHVWFULWHULDWKDQRWKHUV$OOYDULDEOHV
LQDYHUDJHVFRUHUDQJHVLQ±VFRUH,QJHQHUDOW\SHVRIFULWHULDLQHDFKGLPHQVLRQRIHYHU\YDULDEOHVVKRZDJRRG
FULWHULD7KHVHUHVXOWVDOVRLPSO\WKDWUHJLRQDOJRYHUQPHQWVKRXOGIRFXVWRDOOSROLFLHVWRPDLQWDLQWKHVHUHVXOWV

7DEOH'HVFULSWLYHDQDO\VLVRIGLPHQVLRQVDQGYDULDEOHV
9DULDEOHV 'LPHQVLRQV $FWXDOVFRUH $YHUDJHVFRUH &ULWHULD
*RYHUQPHQWLQWHUQDO &RQWUROHQYLURQPHQW   *RRG
FRQWUROV\VWHP 5LVNDVVHVVPHQW   *RRG
 &RQWURODFWLYLW\   *RRG
 ,QIRUPDWLRQDQGFRPPXQLFDWLRQ   *RRG
 0RQLWRULQJ   *RRG
 7RWDOVFRUH   *RRG
4XDOLW\RIILQDQFLDOUHSRUWLQJ 5HOHYDQW   *RRG
 5HOLDEOH   *RRG
 &RPSDUDELOLW\   *RRG
 9HULILDEOH   *RRG
 7RWDOVFRUH   *RRG
*RRGJRYHUQDQFH 3DUWLFLSDWLRQ   *RRG
 $FFRXQWDELOLW\   *RRG
 ,QWHJULW\   *RRG
 7RWDOVFRUH   *RRG
4.3. Results of hypothesis tests 
7KHUHVXOWVRIK\SRWKHVLVWHVWVIRUGLUHFWLQIOXHQFHDUHH[KLELWHGLQ7DEOHDQG%DVHGRQWKHWDEOHLWFDQEHVHHQ
WKDWRQO\WKHLQIOXHQFHRI<WR=LVLQVLJQLILFDQWDWWKHOHYHORIDQGDOOK\SRWKHVLVDUHUHMHFWHG7KLVVWXG\DOVRILQGV
WKDW WKH LQIOXHQFH RI WKH DSSOLFDWLRQ RI WKH LQWHUQDO FRQWURO V\VWHP RI JRYHUQPHQW WR ORFDO JRYHUQPHQW ILQDQFLDO
UHSRUWLQJTXDOLW\LVREWDLQHGE\ZLWKDSRVLWLYHGLUHFWLRQ&RQWULEXWLRQWRWKHLPSOHPHQWDWLRQRIWKHLQWHUQDO
FRQWURO V\VWHP RI JRYHUQPHQW ZLOO LPSURYH WKH TXDOLW\ RI ILQDQFLDO UHSRUWLQJ E\ ORFDO JRYHUQPHQW  7KH
LQIOXHQFHRIWKHTXDOLW\RIILQDQFLDOUHSRUWLQJRIORFDOJRYHUQPHQWWRWKHSULQFLSOHVRIJRYHUQDQFHJRRGJRYHUQDQFH
RIZLWKDSRVLWLYHGLUHFWLRQ&RQWULEXWLRQWRWKHTXDOLW\RIORFDOJRYHUQPHQWILQDQFLDOUHSRUWLQJZLOOLQFUHDVH
WKH SULQFLSOHV RI JRRG JRYHUQDQFH RI  7KH HIIHFW RI WKH LPSOHPHQWDWLRQ RI WKH LQWHUQDO FRQWURO V\VWHP RI
JRYHUQPHQW WR WKH SULQFLSOHV RI JRRG JRYHUQDQFH JDLQHG E\  WR D SRVLWLYH GLUHFWLRQ &RQWULEXWLRQ WR WKH
LPSOHPHQWDWLRQRIWKHLQWHUQDOFRQWUROV\VWHPRIJRYHUQPHQWZLOOLQFUHDVHWKHSULQFLSOHVRIJRRGJRYHUQDQFHE\
,QWDEOHFRQWULEXWLRQWRWKHLPSOHPHQWDWLRQRIWKHLQWHUQDOFRQWUROV\VWHPRIJRYHUQPHQWZLOOLQFUHDVHWKHSULQFLSOHV
RIJRRGJRYHUQDQFHE\7KHHIIHFWRIWKHLPSOHPHQWDWLRQRIWKHLQWHUQDOFRQWUROV\VWHPRIJRYHUQPHQWWRWKH
SULQFLSOHVRIJRRGJRYHUQDQFHWKURXJKWKHTXDOLW\RIJRYHUQPHQWILQDQFLDOUHSRUWLQJUHJLRQJLYHVWKHHIIHFW
DJDLQVWWKHSULQFLSOHVRIJRRGJRYHUQDQFH7KHLPSOHPHQWDWLRQRILQWHUQDOFRQWUROV\VWHPVRIJRYHUQPHQWDIIHFWVWKH
SULQFLSOHVRIJRRGJRYHUQDQFHWKURXJKWKHORFDOJRYHUQPHQWILQDQFLDOUHSRUWLQJTXDOLW\LVUHFHLYHGDQGLQVLJQLILFDQW
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
7DEOH5HVXOWRIGLUHFWK\SRWKHVLVWHVW
+\SKRWHVLV 3DWKFRHIILFLHQW
WFRXQW
WWDEOH 6LJS &RQFOXVLRQ
&5
7KHLQIOXHQFHRI;WR<     +UHMHFWHGVLJQLILFDQW
7KHLQIOXHQFH<WR=     +UHMHFWHGLQVLJQLILFDQW
7KHLQIOXHQFH;WR=     +UHMHFWHGVLJQLILFDQW

7DEOH5HVXOWRILQGLUHFWK\SRWKHVLVWHVW

3DWKFRHIILFLHQW 6WDQGDUGHUURU 6WDQGDUGHUURU
WFRXQW WWDEHOGI 
6LJS
&RQFOXVLRQ
3\[  6(3\[  î  
  +UHMHFWHG
3]\  6(3]\      LQVLJQLILFDQW
4.4. Discussions 
 %DVHGRQWKHWHVWUHVXOWVWKHJRYHUQPHQW
VDGRSWLRQRIWKHLQWHUQDOFRQWUROV\VWHPDIIHFWVWKHTXDOLW\RIORFDO
JRYHUQPHQWILQDQFLDOUHSRUWLQJLVDFFHSWDEOH7KHVHUHVXOWVDUHLQDFFRUGDQFHZLWKWKHRSLQLRQRI+HYHVLZKLFK
VWDWHV WKDW WKH LUUHJXODULWLHV DQG OHDNDJH ZHUH VWLOO IRXQG LQ WKH ILQDQFLDO VWDWHPHQWV LQGLFDWHV WKDW WKH ILQDQFLDO
VWDWHPHQWV GRQRWPHHW WKH FKDUDFWHULVWLFV  YDOXH LQIRUPDWLRQ WKDW LV UHOLDELOLW\7KH FDXVHRIXQUHOLDELOLW\ RI WKH
ILQDQFLDOVWDWHPHQWVLVDSUREOHPDVVRFLDWHGZLWKDFFRXQWLQJLQWHUQDOFRQWURO,L%DLKDTLDOVRVWDWHVWKDWWKH
LQWHUQDOFRQWUROXVHGLQDQHQWLW\LVDIDFWRUWKDWGHWHUPLQHVWKHUHOLDELOLW\RIWKHILQDQFLDOVWDWHPHQWVSURGXFHGE\WKH
HQWLW\ )XUWKHUPRUH WKHVH UHVXOWV VXSSRUW WKH UHVHDUFK/DIRQG DQG<RX  3UHPXURVR :LWWD\DSRRP
/HLQLFNHHWDO(OEDQQDQ$OWDPXURDQG%HDWW\,PSOHPHQWDWLRQRIWKHLQWHUQDOFRQWURO
V\VWHPRIJRYHUQPHQWJLYHVDSRVLWLYHHIIHFWDPRXQWLQJWRSHUFHQWRIWKHTXDOLW\RIILQDQFLDOUHSRUWLQJRIORFDO
JRYHUQPHQW ZKLOH WKH UHPDLQLQJ  SHUFHQW DUH RWKHU IDFWRUV WKDW KDYH QRW EHHQ VWXGLHG7KH TXDOLW\ RI ORFDO
JRYHUQPHQWILQDQFLDOUHSRUWLQJDIIHFWWKHSULQFLSOHVRIJRRGJRYHUQDQFHFDQEHDFFHSWHG7KLVLVFRQVLVWHQWZLWKWKH
UHVXOWVRI<RXVHI6KDKZDQ,QIOXHQFHWKHTXDOLW\RIILQDQFLDOUHSRUWLQJRIORFDOJRYHUQPHQWVWRWKHSULQFLSOHV
RIJRRGJRYHUQDQFHRIZLWKDSRVLWLYHGLUHFWLRQ7KHDSSOLFDWLRQRIWKHLQWHUQDOFRQWUROV\VWHPRIJRYHUQPHQW
LQIOXHQFH RQ WKH SULQFLSOHV RI JRRG JRYHUQDQFH FDQ EH DFFHSWHG 7KLV LV FRQVLVWHQWZLWK WKH UHVXOWV RI 3HWURYLWV
6KDNHVSHDUHDQG6KLK'XPLWUDVFX0HKDHODDQG6DYXOHVFX/XOLDQ7KHLQIOXHQFHRIWKHDSSOLFDWLRQRI
WKHLQWHUQDOFRQWUROV\VWHPRIJRYHUQPHQWWRWKHSULQFLSOHVRIJRRGJRYHUQDQFHJDLQHGE\WRDSRVLWLYHGLUHFWLRQ
7KLVLQIOXHQFHLVYHU\VPDOO7RWHVWWKHHIIHFWRIWKHLPSOHPHQWDWLRQRIWKHLQWHUQDOFRQWUROV\VWHPRIJRYHUQPHQWDQG
WKHSULQFLSOHVRIJRRGJRYHUQDQFHDVDQLQWHUYHQLQJYDULDEOHLVXVHG6REHOWHVW.OLQHE\PXOWLSO\LQJWKH
SDWKFRHIILFLHQWVRIHDFKUHODWLRQLQGLUHFWO\WKURXJKWKHTXDOLW\RIJRYHUQPHQWILQDQFLDOUHSRUWLQJUHJLRQDGRSWLRQRI
WKHLQWHUQDOFRQWUROV\VWHPRIJRYHUQPHQWJLYHVWKHHIIHFWDJDLQVWWKHSULQFLSOHVRIJRRGJRYHUQDQFHVRWKH
LPSOHPHQWDWLRQRILQWHUQDOFRQWUROV\VWHPVRIJRYHUQPHQWDIIHFWWKHSULQFLSOHVRIJRRGJRYHUQDQFHWKURXJKWKHORFDO
JRYHUQPHQWILQDQFLDOUHSRUWLQJTXDOLW\UHFHLYHG7KLV LVFRQVLVWHQWZLWKWKHUHVXOWVRIUHVHDUFK0F*HHDQG<XDQ
7DVLRXVDQG%HNLDULV
&RQFOXVLRQ
,PSOHPHQWDWLRQRIWKHLQWHUQDOFRQWUROV\VWHPRIJRYHUQPHQWKDVSRVLWLYHDQGVLJQLILFDQWLPSDFWRQWKHTXDOLW\RI
ILQDQFLDOUHSRUWLQJE\SHUFHQW,PSURYLQJFRQWURORIWKHLQWHUQDOFRQWUROV\VWHPRIJRYHUQPHQWEHFRPHSDUWRID
YHU\LPSRUWDQWUROHIRUWKHTXDOLW\RIILQDQFLDOUHSRUWLQJLQORFDOJRYHUQDQFH7KHTXDOLW\RIILQDQFLDOUHSRUWLQJKDV
SRVLWLYHDQGVLJQLILFDQWHIIHFWWRWKHSULQFLSOHVRIJRRGJRYHUQDQFHRISHUFHQW,PSURYLQJWKHTXDOLW\RIILQDQFLDO
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UHSRUWLQJPDMRUHIIHFWVLQLPSURYLQJWKHSULQFLSOHVRIJRRGJRYHUQDQFH,PSOHPHQWDWLRQRILQWHUQDOFRQWUROV\VWHPV
ZDVLQVLJQLILFDQWDQGSRVLWLYHHIIHFWRQWKHSULQFLSOHVRIJRRGJRYHUQDQFHE\SHUFHQW7KLVLQIOXHQFHLVVRVPDOO
VR WKDW LW FDQ EH FRQFOXGHG WKDW LQ RUGHU WR DFKLHYH WKH SULQFLSOHV RI JRRG JRYHUQDQFH LW FRXOG EH DFKLHYHG E\
LPSURYLQJWKHTXDOLW\RIILQDQFLDOUHSRUWLQJ,PSOHPHQWDWLRQRIWKHLQWHUQDOFRQWUROV\VWHPRIJRYHUQPHQWWKURXJKWKH
ORFDOJRYHUQPHQWILQDQFLDOUHSRUWLQJTXDOLW\KDGLQVLJQLILFDQWDQGSRVLWLYHHIIHFWWRWKHSULQFLSOHVRIJRRGJRYHUQDQFH
E\SHUFHQW
5HIHUHQFHV
$OWDPXUR -HQQLIHU GDQ $QQH %HDWW\ How Does Internal Control Regulation Affect )LQDQFLDO 5HSRUWLQJ -RXUQDO RI $FFRXQWLQJ DQG
(FRQRPLFV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
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